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SUBJECT: FOREIGN INVESTMENT CLIMATE AND STATISTICS 

REF: A. STATE 53993." B. CARACAS 5707 JULY 2, 1973: 

C. CARACAS A- 169 APRIL 1, 1973. 

1. AS REQUESTED REFTEL A, THERE FOLLOWS POST'S CURRENT ASSESSMENT 
OF INVESTMENT CLIMATE IN VENEZUELA. 

2. THE ECONOMIC CLIMATE FOR INVESTMENT IN VENEZUELA IS FAVORABLE 
AS A RESULT OF CURRENT EXPANSION. IN 1973 REAL GROWTH RATE WAS 
8.7 PERCENT, CONSIDERABLY HIGHER THAN INCREASE IN POPULATION OF 
APPROXIMATELY 3.1 PERCENT. THIS EXPANSION HAS BEEN DUE PRIMARILY TO 
MODEST INCREASE IN VOLUME OF PRODUCTIONS OF EXTRACTIVE INDUSTRIES 
COUPLED WITH DRAMATIC INCREASES IN PRICES FOR PETROLEUM EXPROTS. 

A LESS IMPORTANT CONTRIBUTION TO ECONOMIC GROETH WAS MADE BY 
RESPECTABLE INCREASES IN OUTPUT BY MANUFACTURING, ELECTRICITY, 
CONSTRUCTIONAND SERVICES. AGRICULTURE, WHICH EXPERIENCED ONLY 
MARGINAL GROWTH CONTINUES TO BE MAJOR WEAK SPOT IN ECONOMY. AFTER 
YEARS OF RELATIVE PRICE STABILITY, RATE OF INCREASE IN GENERAL PRICE 
INDEX FOR 1973 WAS APPROXIMATELY 10 PERCENT. 

3. AS RESULT OF INCREASE IN PETROLEUM EARNINGS FROM ABROAD, 
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VENEZUELA HAS EXPERIENCED A HEALTHY SURPLUS IN ITS BALANCE OF PAY- 
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MENTS, 

A HIGH LEVEL OF FOREIGN EXCHANGE RESERVES, AND EXCESS GOVERNMENT 
REVENUE WHICH COULD REACH $8 BILLION IN 1974 IF OIL PRICES REMAIN 
AT THEI CURRENT LEVEL. IN ORDER TO REDUCE INFLATIONARY IMPACT OF 
THIS EXCESS LEVEL. .GOVERNMENT IS SEEKING WASYS 
TO INVEST IT EXTERNALLY INCLUDING ESTABLISHMENT OF A TRUST FUND 
WITHIN 

INTER-AMERICAN DEVELOPMENT BANK. 

4. FOREIGN INVESTMENT IS GOVERNED BY DECISION 24 OF AGREEMENT OF 
CARTAGENA (ANDEAN PACT). HOWEVER IT IS CONTEMPLATED THAT ADDITIONAL 
LEGISLATION BY VENEZUELAN GOVERNMENT WILL BE NECESSARY TO DEAL WITH 
AREAS OF FLEXIBILITY IN DECISION 24 IN WHICH THE MEMBER GOVERNMNETS 
ARE GIVEN DISCRETION. 

5. IN ORDER TO PROMOTE NON-TRADITIONAL EXPORTS CONGRESS HAS PASSED 
EXPORT INCENTIVES LAW, WHICH PROVIDES FOR FISCAL INCENTIVES IN FORM 
OF A NEGOTIABLE TAX VOUCHER BASED ON DOMESTIC VALUE ADDED. ANOTHER 
LAW PROVIDES FOR ESTABLISHMENT OF AN EXPORT FINANCING FUND TO 
PROVIDE CREDIT FACILITIES FOR EXPORTERS OF NON-TRADITIONAL GOODS 
AND SERVICES OF NATIONAL ORIGIN CONSIDERED IMPORTANT FOR VENEZUELA'S 
ECONOMIC DEVELOPMENT. 

6. OPIC HAS INSURED A VERY SMALL PERCENTAGE OF TOTAL U.S.FOREIGN 
INVESTMENT HERE AND IS NOT CONSIDERED BY GOVERNMENT TO BE IMPORTANT 
TO ITS DEVELOPMENT PROGRAM. OPIC HAS BEEN OPERATING HERE WITHOUT 
ANY AGREEMENT FOR SETTLEMENT OF DISPUTES INCLUDING INTERNATIONAL 
ARBITRATION AND SUBROGATION OF RIGHTS, WHICH IS PROHIBITED BY 
ARTICLE 51 OF DECISION 240F THE AGREEMENT OF CARTAGENA. OPIC 

HAS SUSPENDED OPERATIONS HERE UNTIL ITS BOARD DECIDES WHETHER IT 
CAN CONTINUETO OPERATE HERE WITHOUT FORMAL BILATERAL AGREEMENT. 

7. IN ORDER TO TAP DOMESTIC SAVINGSFOR INTERNAL INVESTMENT, 
GOVERNMENT PASSED CAPITAL MARKETS LAW WHICH ESTABLISHED NATIONAL 
SECURITIES COMMISSION. AND SEC TYPE REGULATORY BODY. AND 

ENABLES GOVERNMENT TO GRANT TAX INCENTIVES TO OPEN CAPITAL COMPANIES 
WHICH ACHIEVE A WIDE DISTRIBUTION OF STOCK OWNERSHIP AND MEET CERTAIN 
OTHER CRITERIA. 

8. THE VENEZUELAN MERCHANT MARINE PROTECTION AND DEVELOPMENT BILL 
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WAS PASSED BY CONGRESS AND PROVIDES THAT 50 PERCENT OF GENERAL 
CARGO (AND EVENTUALLY BULK -INCLUDING PETROLEUM) EXPORTS AND IMPORTS 
MUST BE CARRIED IN VENEZUELAN SHIPS. 100 PERCENT OF GOVERNMENT CARGO 

MUST ALSO BE CARRIED IN VENEZUELAN SHIPS. 

9. IN AREA OF PETROLEUM, LAWS HAVE BEEN PASSED WHICH REQUIRE 
INTERNAL MARKETING OF PETROLEUM AND THE PRODUCTION OF NATURAL GAS 
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TO BE LIMITED TO STATE ENTERPRISES. AT PRESENT GOVERNMENT IS 
CONSIDERING ACCELERATED REVERSION TO STATE OF ENTIRE PETROLEUM 
INDUSTRY AND HAS INDICATED IT WOULD DEVELOP ORINOCO PETROLEUM BELT 
WITHOUT EXTERNAL INVESTMENT. 

10. IN SUMMARY. WHILE HEALTHY ECONOMY PROVIDES MANY OPPORTUNITIES 
FOR PROFITABLE INVESTMENT, ABUNDANCE OF FOREIGN EXCHANGE AND 
GOVERNMENT REVENUE MAKES GOVERNMENT EXTREMELY INDEPENDENT OF NEED 
FOR FOREIGN CAPITAL AND THIS ATTITUDE IS LIKELY TO BE REFLECTED WITH 
INCREASING FREQUENCY INLAWS AND REGULATIONS OT THE COUNTRY. 

1 1 . STATISCTICS FOR VENEZUELAN INVESTMENT IN U.S. ARE NOT AVAILABLE 
FROM GOVERNMENT SOURCES, HOWEVER, IT IS EMBASSY'S IMPRESSION THAT 
SUCH INVESTMENT IS MINIMAL AT THIS TIME. SINCE SURVEY OF CURRENT 
BUSINESS CONTAINS STATISTICS ON INVESTMENT BY LATIN AMERICA, IT IS 
ASSUMED COMMERCE HAS ESTIMATED FOR INDIVIDUAL COUNTRIES COMPOSING 
TOTAL INCLUDING VENEZUELA. 

12. DIRECT INVESTMENT IN VENEZUELA BY NEXT THREE LARGEST INVESTING 
COUNTRIES AFTER U.S. AT END OF 1971, ACCODRDING TO MOST RECENT 
STATISTICS OF CENTRAL BANK FOLLOW: 

TOTAL FOREIGN INVESTMENTS 
BY COUNTRY - 1972 
(MILLIONS) - (US $1 - 4.30) 

BS. US $ 

TOTAL INVESTMENT 15,400 3,581 

U.S.A. 9,811 2,282 

UNITED KINGDOM 1.192 277 

HOLLAND 1,503 350 

CANADA 638 148 

OTHER COUNTRIES 2,256 525. 
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